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(e) Effective date. This section applies 
to installment payments properly 
taken into account after August 23, 
1999. 

[T.D. 8836, 64 FR 45875, Aug. 23, 1999]
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§ 1.453A–1 Installment method of re-
porting income by dealers on per-
sonal property. 

(a) In general. A dealer (as defined in 
paragraph (c)(1) of this section) may 
elect to return the income from the 
sale of personal property on the install-

ment method if such sale is a sale on 
the installment plan (as defined in 
paragraphs (c)(3) and (d) of this sec-
tion). Under the installment method of 
accounting, a taxpayer may return as 
income from installment sales in any 
taxable year that proportion of the in-
stallment payments actually received 
in that year which the gross profit re-
alized or to be realized when the prop-
erty is paid for bears to the total con-
tract price. For this purpose, gross 
profit means sales less cost of goods 
sold. See paragraph (d) of this section 
for additional rules relating to the 
computation of income under the in-
stallment method of accounting. In ad-
dition, see § 1.453A–2 for rules treating 
revolving credit plans as installment 
plans for taxable years beginning on or 
before December 31, 1986. 

(b) Effect of security. A dealer may 
adopt (but is not required to do so) one 
of the following four ways of protecting 
against loss in case of default by the 
purchaser: 

(1) An agreement that title is to re-
main in the vendor until performance 
of the purchaser’s part of the trans-
action is completed; 

(2) A form of contract in which title 
is conveyed to the purchaser imme-
diately, but subject to a lien for the 
unpaid portion of the selling price; 

(3) A present transfer of title to the 
purchaser, who at the same time exe-
cutes a reconveyance in the form of a 
chattel mortgage to the vendor; or 

(4) A conveyance to a trustee pending 
performance of the contract and sub-
ject to its provisions. 

(c) Definitions of dealer, sale, and sale 
on the installment plan. For purposes of 
the regulations under section 453A— 

(1) The term ‘‘dealer’’ means a person 
who regularly sells or otherwise dis-
poses of personal property on the in-
stallment plan; 

(2) The term ‘‘sale’’ includes sales 
and other dispositions; and 

(3) Except as provided in paragraph 
(d)(2) of this section, the term ‘‘sale on 
the installment plan’’ means— 

(i) A sale of personal property by the 
taxpayer under any plan for the sale of 
personal property, which plan, by its 
terms and conditions, contemplates 
that each sale under the plan will be 
paid for in two or more payments; or 
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